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Abstract 
The article presents a comprehensive framework on three major dimensions that are namely intercultural competence, personal 
interaction, which is one of the important variables for service quality and customer satisfaction of major retail outlets in 
Malaysia. The model of constructs’ interrelationships is proposed based on a path theory model. Based on the framework and 
structural equation modelling approach, a number of propositions were developed to facilitate the research on intercultural 
competences in selected retail outlets in Malaysia. Although numerous researchers have studied the extensive topic of service 
quality and customer satisfaction, none of those incorporated the critical role of intercultural competence in their framework on 
service quality and customer satisfaction model.  
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1. Introduction 
Norms and values based on cultural differences of people and other relevant cultural scripts are intensively 
embedded in customer’s behaviour (Sharma, Tam & Kim, 2009). International mobility, immigration, 
international trade, and ethnic polarization in many countries brought multiculturalism (Kong & Jogaratnam, 
2007).  In the context of marketing, customer’s expectations or perceptions, purchase choices and buying attitudes 
are affected by cultural differences (Paswan & Ganesh, 2005). Thus, Intercultural differences are becoming major 
field for managers and academic researchers due to the dissimilar expectations, attitudes and perceptions of 
customers from different countries or cultures (Sharma, Tam & Kim, 2009; Ladhari, 2009).  These differences 
cause various influences in practice such as in evaluating service quality (SQ) (Paswan & Ganesh, 2005), 
consumption attitudes (Cleveland, Laroche & Papadopoulos, 2009), purchasing intention (Ladhari, 2009) and, 
customer satisfaction (CS) (Sharma, Tam & Kim, 2009). Particularly, cultural differences are playing a critical 
role in analysing the buying process and satisfaction of intercultural service encounters (ISE) in the multicultural 
atmosphere (Ihtiyar &Ahmad, 2012). CS has been identified as an attractive theme for long-term business success, 
positive word of mouth, improved customer retention, profitability and dynamic competitiveness. Although, most 
of the researchers investigate the CS and its interrelationship with customers’ pre or post-consumption evaluations 
such as behavioural or attitudinal loyalty (Ladhari, 2009) as well as SQ in various settings (Paswan & Ganesh, 
2005); however, the interrelationship of CS, intercultural competence (IC), and personal interaction (PI) is limited.  
The aim of the study is to examine the impact of IC on PI and CS in the grocery retail industry of Malaysia. This 
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study focuses on grocery retailing because the potential contribution of SQ is vital for Malaysia retail settings due to 
its increasing cultural polarization on top of its well-known multicultural situation. In an increasingly greater 
complexity of the grocery retail atmosphere, growing competition, demanding customers, and shopping attitudes of 
customers, the capability of the retailer to offer a satisfactory service could be the crucial strategy to satisfy 
customers (Ihtiyar & Ahmad, 2012). 
The remainder of this study is structured as follows. Following this introduction, the present study indicates a 
literature review and develops the hypothesised relationships among the constructs of the model. The methodology 
of an empirical study of the model is then represented. This is followed by a presentation of the research findings as 
well as their implications. 
2. Theoretical Background  
2.1. Intercultural Competence (IC) 
IC is identified as the ability to think, distinguish the differences the numerous cultural settings, manage the 
practices properly and create an effective interaction in the most appropriate ways with people from different 
cultural backgrounds by (Lustig & Koester, 2009). Furthermore, researchers have indicated that the limited attention 
paid to the impact of IC on SQ and CS in the marketing context (Sharma, Tam & Kim, 2009).  As regarding to this 
gap, Sharma, Tam & Kim (2009) define IC as the proper and efficient management of interaction between ISEs, and 
they introduce a conceptual framework of IC, SQ and CS. 
According to the Sharma, Tam & Kim (2009), people with higher IC represent a greater ability to learn foreign 
languages and other cultures compared to those with lower IC; they can adapt and integrate with other cultures 
simply and they communicate effectively with people from different cultures. Furthermore, IC has positive impact 
on service evaluation and satisfaction (Sharma, Tam & Kim, 2009; Kong and Jogaratnam, 2007). Although, there is 
a positive relationship between IC and CS (Lustig and Koester, 2009), however, the customer expectations and 
reactions have been investigated without IC (Sharma, Tam & Kim, 2009). 
2.2. Service Quality in Retail Industry  
The most well-know scale is SERVQUAL that is developed by Parasuraman, Zeithaml & Berry (1985), and the 
scale is based on the estimated disconfirmation method whereby the gaps between a customer’s expectation and 
perception are tested. Although there has been a consensus that SERVQUAL has a validated scale for measuring SQ 
in various service settings, incongruities have been remained over some aspects of the scale. However, this approach 
criticized by many researchers Mehta, Lalwani & Han (2000); Dabholkar, Dayle & Joseph (1996); Bouman & Van 
Der (1992). The rationale of criticism, as emphasised in the studies of Mehta, Lalwani & Han (2000) and Bouman 
and Van Der (1992), customer’s expectation of services can be marked better than performance by customers. For 
instance, Babakus & Boller (1992) used the SERVQUAL scale for measuring SQ in their study, and they found, as 
measured in the SERVQUAL scale, score of relies in the perceptions more remarkably than expectations. Another 
point is about critisicm, Finn & Charles (1991); Mehta, Lalwani & Han (2000) and Dabholkar, Dayle & Joseph 
(1996) tested SERVQUAL scale among the different categories of the retailers in numerous sizes; however, they 
concluded that the scale is not useful for the retailer without any sectorial modification. Therefore, Dabholkar, Dayle 
& Joseph (1996) filled this gap with their Retail Service Quality Scale (RSQS). The RSQS that is more applicable 
than other scales to measure the SQ in retail settings (Dabholkar, Dayle & Joseph, 1996).  
2.3. Customer Satisfaction 
Current studies and practices in marketing have rekindled interest in and understanding of the role of CS in 
several ways, and many academicians have studied the relationship CS with culture (Cleveland, Laroche & 
Papadopoulos, 2009) and SQ (Ladhari, 2009) in the context of retailing, as a result of the studies CS may be 
explained within these critical approaches; 
• First, CS is not only the pre-dominant objective for the marketing function in the retail outlets, it is also the 
summary measure for evaluating the performance of different constructs of the overall satisfaction, such as, 
pricing or product assortment (Qin & Prybutok, 2009) 
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• Second, CS is a critical predictor for customer loyalty, profitability of the retailer’s marketing activities, 
purchasing and re-purchasing behaviour and the retailer’s performance (Kuo, Wu & Deng, 2009). 
• Third, CS provides a common constructs for comparing the impacts of constructs on marketing 
performance across diverse industries and geographical locations (Kuo, Wu & Deng, 2009). 
2.4. Interrelationship among IC, PI and CS 
The recent growth in the world economy has increased dramatically within the past decade, especially among the 
emerging economies. The improvement of the economy on the these countries, services have replaced goods and the 
ability to choose from various suppliers gives customers greater power and challenges the retailers to do their very 
best to satisfy their demands and requests; furthermore, the retailers have been challenging to create a remarkable 
and steady marketing orientation (Ueltschy, Laroche, Eggert, & Bindl 2007). Therefore, driven by the recent growth 
pace of internationalization of the retailers, a number of studies have examined and researched the varying 
perceptions of SQ (Paswan & Ganesh, 2005), CS (Qin, & Prybutok, 2009), purchase intention (Kuo, Wu & Deng, 
2009), ISEs (Sharma, Tam & Kim, 2009), and related aspects in the context of culture. 
The SQ literature has investigated the effect of culture on CS or related topics of marketing. In contrast, the role 
of interactions of ISEs’ service experiences has traditionally received relatively little research attention (Paswan & 
Ganesh, 2005). More recently, it has become increasingly recognised that interaction of ISEs have a significant 
influence on CS (Paswan & Ganesh, 2005). Furthermore, particularly, when cultures or countries differ in 
behaviour, the context of cultural aspects must be incorporated into a universal theory and empirical research of 
diffusion models represents that different cultural settings create highly visible differences in customer behaviour 
(Cleveland, Laroche & Papadopoulos, 2009). 
In terms of these, this research is conducted a study to relate IC with PI and its impact on CS. In particular, the 
research how does the PI and CS influenced by IC. Knowing the level of interaction of ISEs is critical in 
determining the minimum quality of service delivery.  
Hypothesis 1. PI has a positive effect on CS. 
Hypothesis 2. IC has a positive effect on PI.  
Hypothesis 3. IC has a positive effect on CS. 
2.5. Retail Industry in Malaysia 
According to PWC (2011), the total amount of the retail industry enlarged to $54 billion dollars at the period of 
2010 from $48 billion at 2009. Moreover, the projected growth percentage between 2010 and 2012 is approximately 
5% and 6%. As in the world, the growth rate of retail industry in Malaysia will indicate a rise in the next years and 
the forecast rate of the retail industry growth is 3.7% and 3.8% per annum for 2013 and 2014 PWC (2011). As 
indicated at the last census in 2010 PWC (2011), population of Malaysia was 28.3 million and Malaysia was the 
17th crowded country throughout the Asia and the 42th most crowded country in the Worldwide. However, the 
market has not been identified as easy in or easy out. Malaysian retail industry has highly active and competitive 
market structure.  
3. ResearchMethodology 
The study examines effect of IC on PI, and its impact on CS of grocery retail outlets in Malaysia focusing on 
hypermarkets. The empirical study was conducted in 2012 using appropriate method of data collection from 
Malaysian respondents by self-administered questionnaires.  Only 219 usable feedbacks were received by the cut-off 
date representing 73.24 % of total 299 e-mail and mail invitations. Likert-type scale was applied in previous studies 
to the questionnaire design, running from 1 (very low) to 7 (very high) (Qin & Prybutok 2009). Before the 
distribution of the questionnaire, a pilot test was performed for normality check, readability, accuracy, 
comprehensiveness and further item purifications appropriately. Base on the pre-test feedbacks, few items were 
reworded for a comfortable length of time reading and answering the survey. 
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4. Findings 
A majority (72.7 %) of the respondents were male. In terms of income, 51.2 % of the respondents had a monthly 
income of less than RM 3000, 21.1 % had a monthly income of RM 3000–RM3999, and 24.7 % had a monthly 
income of more than RM 4000. In terms of education, 90.7 % of the respondents had a degree, 7.90 % had a 
diploma, and 1.30 % had a high school education. About 58 % of the respondents are Malay while the balance is a 
mix of Chinese, Indians and other races.  78.9 % of respondents shop for five times or more in a month at 
hypermarkets and more than 41 % of respondents are paying between RM100-RM199 in each of their one time 
purchase. 
4.1. Measurement Model Evaluation 
CFA analysis, the Kaiser-Meyer-Olin (KMO) measure of sampling adequacy, Barlett’s test of sphericity and 
Cronbach α test for reliability are conducted and represented in Table 1. 
Table 1. Constructs Statistics 
 
Constructs Bartlett’s Test df Significance KMO Cronbachα 
Personal Interaction χ2=372, 447 df=6 Sig.<0.001 .780 .847 
Customer Satisfaction χ2=424, 800 df=6 Sig.<0.001 .825 .871 
Intercultural Competence χ2=187, 860 df=6 Sig.<0.001 .771 .748 
Overall     .880 
 
Table 2 represents the standardised loadings scores of each variable of the latent constructs and good fit indices 
for CFA analysis to warrant the appropriateness to proceed with structural measurement. The Chi Square is 84.849, 
df: 51, p value: .002, Comparative Fit Index (CFI) of .971 and Tucker Lewis Index (TLI) of .962 reveal the good fit 
of incremental index for this analysis while the Root Mean Square Error of Approximation (RMSEA) of .055 
represents the satisfactory absolute fit index. 
Table 2. Regression Weights and Other Statistics 
 
Dimensions Estimate S.E. C.R. P 
PI <--- IC .521 .105 4.985 *** 
CS <--- PI .287 .071 4.044 *** 
CS <--- IC .750 .110 6.821 *** 
PI4 <--- PI 1.000   *** 
PI3 <--- PI .944 .084 11.204 *** 
PI2 <--- PI 1.008 .087 11.540 *** 
PI1 <--- PI .904 .086 10.356 *** 
IC1 <--- IC 1.000   *** 
IC2 <--- IC 1.124 .130 8.633 *** 
IC3 <--- IC .903 .123 7.334 *** 
IC4 <--- IC .974 .138 7.079 *** 
CS1 <--- CS 1.000   *** 
CS2 <--- CS 1.016 .072 14.095 *** 
CS3 <--- CS .924 .075 11.695 *** 




The path coefficients indicate that intercultural competence (IC) has a statistically significant relationship with 
personal interaction (PI) and customer satisfaction (CS). PI also remarkably affects CS while IC has significant 
relationship with CS; therefore the study failed to reject H1, H2, and H3. In this study for the first hypothesis (HI) 
where PI is a positive determinant of CS, the standardized coefficients are as high as .287 with p valu2: .002. It also 
indicates that when PI goes up by one standard deviation, CS will go up by .287 standard deviations. For the H2 IC 
is a positive determinant of PI with the coefficient is at a high. 449. The least significant path is at H3 where IC is a 
positive determinant of CS with a coefficient of .645. 
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5. Conclusion 
The primary objective of this study is to indicate the relationships of the model among the dimensions of 
“intercultural competence”, “personal interaction”, and “customer satisfaction”. The model presented in the study 
postulated that “intercultural competence” have an impact on “customer satisfaction” both directly and indirectly 
(through “personal interaction”). Several studies have emphasised the significance of intercultural competence in 
marketing context (Sharma, Tam & Kim, 2009); however, empirical investigations of the role of intercultural 
competence in customers’ evaluations of service experiences remain scarce. The study addresses this deficiency by 
proposing a cognitive model of the relationships among the constructs of personal interaction in service quality, 
customer satisfaction, and intercultural competence.  
Finally, the most significant and highly possible finding of the study has several implications for future research. 
Thus, future studies may test both the direct and indirect influences of intercultural competence on personal 
interaction and customer satisfaction in different service settings of retail industry of Malaysia.  
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